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represented thereby will be based on
such review classification.

§1427.10 Approved storage.

(a) Eligible cotton may be pledged as
collateral for loans only if stored at
warehouses approved by CCC.

(1) Persons desiring approval of their
facilities should contact the Kansas
City Commodity Office, P.O. Box
419205, Kansas City, Missouri 64141-6205.

(2) The names of approved ware-
houses may be obtained from the Kan-
sas City Commodity Office or from
State or county offices.

(b) When the operator of a warehouse
receives notice from CCC that a loan
has been made by CCC on a bale of cot-
ton, the operator shall, if such cotton
is not stored within the warehouse,
promptly place such cotton within
such warehouse.

(c) Warehouse charges paid by a pro-
ducer will not be refunded by CCC.

(d) The approved storage require-
ments provided in this section may be
waived by CCC if the producer requests
a loan deficiency payment pursuant to
the loan deficiency payment provisions
contained in §1427.23.

(e) With respect to 2003 and subse-
quent crops of ELS cotton, a producer
may obtain a loan on cotton that is not
stored as otherwise provided in this
section if such cotton is stored:

(1) At a commercial entity that is in-
volved in the handling or storage of
cotton in a county or area determined
and announced by CCC as approved for
outside storage of loan collateral;

(2) The site is constructed so as to
prevent the accumulation of water
under such cotton; and

(3) As otherwise provided in the loan
agreement. The collateral for such loan
shall be as specified in the loan agree-
ment and may include the actual bale
of cotton.

[67 FR 64459, Oct. 18, 2002, as amended at 68
FR 49328, Aug. 18, 2003; 69 FR 12056, Mar. 15,
2004]

§1427.11 Warehouse receipts.

(a) Producers may obtain loans on el-
igible cotton represented by warehouse
receipts only if the warehouse receipts
meet the definition of a warehouse re-
ceipt and provide for delivery of the
cotton to bearer or are properly as-

§1427.11

signed by endorsement in blank, so as
to vest title in the holder of the receipt
or are otherwise acceptable to CCC.
The warehouse receipt must:

(1) Contain the gin bale number;

(2) Contain the warehouse receipt
number;

(3) Be dated on or before the date the
producer signs the note and security
agreement.

(b) Warehouse receipts, under §1427.3,
when issued as block warehouse re-
ceipts will be accepted when authorized
by CCC only if the owner of the ware-
house issuing the block warehouse re-
ceipt owns the cotton represented by
the block warehouse receipt and the
warehouse is not licensed under the
U.S. Warehouse Act.

(c)(1) Each receipt must set out in its
written or printed terms the tare and
the net weight of the bale represented
thereby. The net weight shown on the
warehouse receipt shall be the dif-
ference between the gross weight as de-
termined by the warehouse at the
warehouse site and the tare weight.
The warehouse receipt may show the
net weight established at a gin if:

(i) The gin is in the immediate vicin-
ity of the warehouse and is operated
under common ownership with such
warehouse or in any other case in
which the showing of gin weights on
the warehouse receipts is approved by
CCC; and

(ii) Gin weights are permitted by the
licensing authority for the warehouse.

(2) The tare shown on the receipt
shall be the tare furnished to the ware-
house by the ginner or entered by the
ginner on the gin bale tag. A machine
card type warehouse receipt reflecting
an alteration in gross, tare, or net
weight will not be accepted by CCC un-
less it bears, on the face of the receipt,
the following legend or similar wording
approved by CCC, duly executed by the
warehouse or an authorized representa-
tive of the warehouse:

Corrected (gross, tare, or net) weight,
(Name of warehouse),

By (Signature or initials),

Date.

(3) Alterations in other inserted data
on a machine card type warehouse re-
ceipt must be initialed by an author-
ized representative of the warehouse.

485



§1427.12

(d) If warehouse storage charges have
been paid, the receipt must show that
date through which the storage charges
have been paid.

(e) If warehouse receiving charges
have been paid or waived, the ware-
house receipt must show such fact. Ex-
cept for bales stored in the States of
Alabama, Florida, Georgia, North
Carolina, South Carolina, and Virginia,
if receiving charges due on the bale in-
clude a charge, if any, for a new set of
ties for compressing flat bales tied
with ties which cannot be reused, the
warehouse receipt must indicate the
receiving charges and include a charge
for new set of ties. If the bale is stored
at a warehouse not having compress fa-
cilities and bales shipped from the
warehouse are normally compressed in
transit, the warehouse receipt must
show the bale ties are not suitable for
reuse when the bale is compressed and
charges will be assessed by the nearest
compress in line of transit for fur-
nishing new bale ties.

(f) In any case where loan collateral
is forfeited, any unpaid storage or re-
ceiving charges, not to exceed the
amount that accrued from the date
that all necessary documents were re-
ceived by CCC to the maturity date,
will be paid to the warehouse by CCC
after loan maturity or as soon as prac-
ticable after the cotton is ordered
shipped by CCC.

(g) The warehouse receipt must show
the compression status of the bale; i.e.,
flat, modified flat, standard, gin stand-
ard, standard density (short), gin uni-
versal, universal density (short), or
warehouse universal density. The re-
ceipt must show if the compression
charge has been paid, or if the ware-
house claims no lien for such compres-
sion.

§1427.12 Liens.

If there are any liens or encum-
brances on the cotton tendered as col-
lateral for a loan, waivers that fully
protect the interest of CCC must be ob-
tained before disbursement even
though the liens or encumbrances are
satisfied from the loan proceeds. No ad-
ditional liens or encumbrances shall be
placed on the cotton after the loan is
approved.
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§1427.13 Fees, charges and interest.

(a) A producer shall pay a nonrefund-
able loan service fee to CCC or, if appli-
cable, to a loan servicing agent, at a
rate determined by CCC. Such fee shall
be in addition to a cotton clerk fee paid
under paragraph (b) of this section. The
fee amounts are available in State and
county offices and are shown on the
note and security agreement. Fees
shall be deducted from the loan pro-
ceeds.

(b) Cotton clerks may only charge
fees for the preparation of loan or loan
deficiency payment documents at the
rate determined by CCC.

(1) Such fees may be deducted from
the loan or loan deficiency payment
proceeds instead of the fees being paid
in cash.

(2) The amount of such fees is avail-
able from CCC and is shown on the note
and security agreement.

(c) Interest which accrues for a loan
shall be determined under part 1405 of
this chapter. All or a portion of such
interest may be waived for a quantity
of upland cotton which has been re-
deemed under §1427.19 at a level which
is less than the principal amount of the
loan plus charges and interest.

(d) For each crop of upland cotton,
the producer, as defined in the Cotton
Research and Promotion Act (7 U.S.C.
2101), shall remit to CCC an assessment
which shall be transmitted by CCC to
the Cotton Board and shall be deducted
from the:

(1) Loan proceeds for a crop of cotton
and shall be at a rate equal to one dol-
lar per bale plus up to one percent of
the loan amount; and

(2) Loan deficiency payment proceeds
for a crop of cotton and shall be at a
rate equal to up to one percent of the
loan deficiency payment amount.

(e) If the producers elects to forfeit
the loan collateral to CCC, the pro-
ducer shall pay to CCC, at the rates
that are specified in the storage agree-
ment between the warehouse and CCC,
the following accrued warehouse
charges:

(1) All warehouse storage charges as-
sociated with the forfeited cotton that
accrued before the date that all re-
quired documents were provided to
CCC; and
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